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Anthony A. Price 

In the Matter of the Commission Review of 1 
Rules and Regulations Governing 
Telecommunications Rates, Charges Between 1 
Competing Telecommunications Companies, and ) 
Competition in Telecommunications 1 

) R-03-3 

GCI'S REPLY COMMENTS 

I. Introduction 

In accordance with Order R-03-3(1 l), dated April 8,2005, initial comments on 

le proposed regulations issued in this matter were filed by AT&T Alascoml, ACS*, 

ITA3, the Rural Coalition, and GCP. While some issues remain, all comments 

idicate a general consensus with the Commission's overall approach. 

GCI hopes that the various reply comments will provide even greater 

msensus. GCI does not oppose several of the refinements to the regulations 

:quested by ACS, MTA, and the Rural Coalition, even on issues where those parties 

zdicted GCI opposition to such changes. However, GCI must clarify certain 
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iistortions of the record introduced by MTA and the Rural Coalition to support the 

iroposed refinements. 

GCI does oppose some of the changes proposed by other parties. Most 

Lignificantly, the Rural Coalition proposed amendments to the regulation on rate 

ebalancing that would have the effect of selecting the Rural Coalition’s approach to 

ate rebalancing over the case-by-case adjudication favored by the Commission. The 

h a 1  Coalition’s comments do not include any discussion of their drastic changes, 

u t  the amendments’ appears in the Rural Coalition’s proposed regulatory language. 

It appears that the final regulations adopted in this matter will include virtually 

11 of the provisions that the rural incumbent local exchange carriers (ILECs) stated 

hat they need in order to respond to competitive entry. Therefore, the LECs should 

ot then be allowed to also thwart competitive entry, as they are attempting to do in 

)ocket R-05-4. Nor should the Commission consider any new provisions to thwart 

ompetitive entry that the ILECs may raise, for the first time, in reply comments. 

11. Discussion 

,. Provisions reeardine local exchange markets 

, ProDosed 220(a) and 299(10), Dominant status in rural markets and the 
efinition of comDetitive local exchange market. 

ACS, the Rural Coalition, and MTA each argued that the “shortcut” to non- 

aminant status in rural areas allowed by 3 AAC 53.220(a) should apply in all areas 

:wed by a rural telephone company, regardless of whether or not the rural telephone 
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company holds a rural exemption. As a practical matter, GCI agrees and GCI does 

not object to changing “a telephone company holding a rural exemption” to “a rural 

telephone company as defined by 47 U.S.C. Section 153(37)”5 

ACS and MTA also each proposed expanding the same “shortcut” to apply 

@hen competitive entry takes place by wireless local loop rather than by wireline 

’acilities. Again, GCI agrees. However, GCI would go further and allow the shortcut 

o apply in the event of any type of competitive, facilities-based entry by a certificated 

:ompetitor. Thus, the lesser standard for non-dominance would apply if a competitor 

Yith some facilities entered primarily using unbundled network elements from the 

ncumbent local exchange carrier (ILEC).6 

Incorporating these two changes, 3 AAC 53.220( 1)( 1) would read 

(1) in an exchange served by a rural telephone company as defined by 
47 U.S.C. Section 153(37) and where a second certificated facilities 
based local exchange carrier offers service to the public. 

ACS, MTA, and the Rural Coalition also each proposed a modification to 3 

LAC 53.299(10) so that an area would be deemed a “competitive local exchange 

larket” even if a second certificated carrier is not actually providing service 

ihroughout” the exchange. As explained by their comments, this modification is 

eeded to deal with the situation where GCI’s competitive entry may not serve 100% 

3CI does not believe that it would have been appropriate, at the outset, to apply the lesser standard for Don- 
nninance in Fairbanks and Juneau. However, current conditions support the treatment of those markets as 
indominant now, so the theoretical barn of bringing those areas within 3 AAC 220(a) is moot. 
4ccording to FCC decisions, a carrier that owns some facilities and also uses UNE’s is “facilities based.” 
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of the customers within an exchange area. Once again, GCI agrees that the regulation 

should be modified to address this situation and that “throughout” is not the proper 

ierm. 

Although GCI agrees that requiring facilities-based competitive service 

‘throughout” the exchange before the market is deemed competitive is overly 

.estrictive, a market should not be deemed competitive upon mere certification. 

Zertification may precede provision of service by a substantial period of time, and 

iome restriction based on the concept of actually being able to provide service to 

nore than a trivial number of customers should be incorporated into the regulation. 

X I  suggests: 

“Competitive local exchange market” means a local exchange or goup 
of local exchanges within one certificated service area where multiple 
telecommunications providers are certificated to provide local exchange 
service and offer to provide local exchange service to at least a 
significant portion of the customers in the exchange or group of 
exchanges;. . . . 

’his language would not require any loss of market share by the incumbent, but 

vould require that a competitive option exist for some significant portion of the 

narket. 

GCI’s support for this approach is coupled with its proposal in initial 

omments to protect those customers within the competitive market who do not have 

competitive choice. That proposal would prevent the ILEC from targeting such 

aptive customers with rate increases without providing full cost support and, GCI 
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hopes, that proposal would provide such captive customers with the benefits of 

:ompetition. Based on their initial comments, MTA and the Rural Coalition appear 

to agree with that proposal. Both MTA and the Rural Coalition state that they wish to 

the entire exchange with the same tariff, without differentiating between those 

hat have a competitive choice and those that don't. (Rural Coalition Comments, p. 

14; MTA Comments, p. 9) That is the consistent with the intent of the proposal 

)resented in GCI's initial comments, and it should be made explicit in the regulations. 

As should he clear from the foregoing, GCI is not attempting to restrict the 

ibility of any of the rural ILECs to compete against GCI. However, even though GCI 

iccepts the proposed refinements of the proposed regulations, GCI strenuously 

lisagrees with some of the advocacy and distortion of the record presented by other 

rarties. 

First, it is absolutely untrue that GCI agreed that under current regulations the 

:ommission has treated GCI and ASC differently for rate decreases and repackaged 

ervices, suspending ACS's tariff filings while allowing GCI's filings to go into 

ffect. (ACS Comments, p. 4; MTA Comments, p. 3). GCI has already corrected the 

Lural Coalitions mis-statement once on this issue.7 What GCI said was that the 

:ommission did not allow either carrier's tariff changes to go into effect without 

The Rural Coalition previously made the same incorrect claim regarding GCI's statements, and GCI has 
ready pointed out the Rural Coalition's misunderstanding. (GCI's Post Hearing Reply Comments, R-03-3, pp. 
1-13). Repetition of the distortion a second time goes beyond the bounds of fair and acceptable advocacy. 
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pproval, contrary to the intent of the regulations that have previously been in effect 

1 competitive markets. 

Perhaps more importantly, GCI adamantly disagrees with MTA and the Rural 

Zoalition’s unsupported statements regarding the severe financial harm that they will 

uffer from small losses in market share. MTA and the Rural Coalition filed 

bsolutely no supporting analytical or quantitative data. GCI, on the other hand, 

reviously filed quantitative analysis showing that the present access charge and 

niversal service systems provide rural ILECs with significant insulation from the 

ffects of market share loss.* The Rural Coalition offered did not effectively rebut 

iCI’s analysis; its primary point was that GCI had looked at the “total company” 

tther than just local exchange operations. That criticism is factually correct but 

igically irrelevant. When evaluating whether market share losses threaten the 

nancial viability of these ILECs, the impact on the total company results is the 

roper test. 

Furthermore, these ILECs have significant control over the losses that they will 

cur from competitive entry. The 50% market share loss of ACS in Anchorage 

equently cited by the Rural Coalition was the direct result of ACS’s 25% rate 

crease in a competitive market. Other ILECs are not likely to repeat ACS’ strategic 

ror. 

lee GCI’s Post Hearing Comments, pp. 8-9 and Exhibit A (July 6,2004). GCI’s model showed that a 40% 
is in market share by CVTC would cause less than 1% loss in total revenues! 
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Additionally, these ILECs could also reduce the financial impact of market 

hare losses by voluntarily entering into an agreement to provide GCI unbundled 

etwork elements, wholesale resale, and quality service at rates that are more 

worable than GCI’s cost of providing service over its own facilities.9 These ILECs 

reviously testified to the Commission that UNE-based entry is actually better for the 

>EC than full facilities based entry because the ILEC continues to receive revenues 

‘om UNEs and resale. (Rural Coalition Reply Comments, R-03-3, (February 24, 

104)) Those statements were made when the ILECs’ focus in R-03-3 was on 

mtrolling wireless competition. Now, without explaining the change in their 

xition, the ILECs are fighting UNE-based entry with all the regulatory tools they 

m muster, forcing GCI to build its own facilities. 

Other options are also open to the ILECs. The current ILEC market structure, 

ith approximately 20 different ILECs, each with its own high-paid executives and 

tplicative staff and operating overhead, is probably not efficient. Consolidation may 

: appropriate and in the public interest, with or without local exchange competition. 

le ILECs could save substantial costs, better serve their customers, and better meet 

pmpetition with such consolidation. 

Ignoring all of these options, the LECs’ comments focus on the possibility of 

nkruptcy from competition. This “sky is falling” approach is really nothing more 

ny such agreement would have to be reached before GCI makes investments in facilities based entry 
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than an attempt to gain sympathy for the LEC’s attempts in Docket U-05-4 to prevent 

:ompetithe entry in their markets and should be ignored. 

2. Rural Coalition proposed 3 AAC 53.290(ih return to monopolv 

The Rural Coalition continues its campaign of fear by proposing a regulation 

hat would impose all forms of traditional rate of return regulation on any market that 

.etums to being served by a single provider. GCI strongly believes that no markets 

vi11 return to monopoly status, so the regulation is unnecessary. However, in the 

inlikely event that a market does return to a single provider, GCI suggests that the 

:ommission address that situation when it occurs. GCI strongly hopes that the 

:ommission will then consider alternatives to the current system of rate b a s e h e  of 

eturn regulation with inherently inefficient incentives. 

1. 3 AAC 53.220(c), Services such as access that remain comDetitive 

1 

The Rural Coalition argued that 3 AAC 53.220(c) should be deleted and that 

ion-dominance should include all services, including services such as access service 

3 interexchange carriers. AT&T Alascom, on the other hand, urged continued and 

ven tighter control over access charges, including a return to USOAIO. 

This issue has been thoroughly discussed in earlier rounds of comments. Two 

f the services that had previously been on the list to remain regulated were removed, 

nd GCI supports the regulation as now proposed. 

’ Uniform System of Accounts 
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In particular as to access charges, GCI notes that the comments of ACS in 

response to Harbour/Price Question No. 4 are quite similar to the initial comments of 

GCI. (ACS Comments, Exhibit A, p. 4) Both GCI and ACS noted that, as proposed, 

iccess charges will be capped after competitive entry and that full support would be 

ieeded to raise the cap, even by a utility otherwise exempt from accounting standards 

;uch as the USOA. GCI believes that this approach provides adequate protection 

igainst unreasonable access charges, even without increasing regulation by generally 

.e-imposing USOA requirements as proposed by AT&T Alascom. 

GCI also agrees with ACS’ comment that the current access charge regime is 

mder federal review in the FCC’s “Intercarrier Compensation” proceeding. The 

:went regime is likely to change the access charge regime very significantly, and in 

vays that assure reasonable access. The regulations as proposed, combined with 

bther regulations and the provisions of the Intrastate Interexchange Access Charge 

danual, are adequate to assure that access charges do not increase unreasonably. 

iT&T Alascom’s proposals for fbrther changes regarding access charges are 

.mecessary. 

. 3 AAC 53.243. use of the term “tariff’ 

ACS suggests that the there is a better term than “tariff to describe the list of 

roducts and prices that a carrier will maintain in a market with no dominant carrier. 

LCS suggests that the term is not appropriate in the proposed new regulatory regime, 
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and ACS states that “the Commission can prescribe a new document to be submitted 

as an informational filing and maintained for public review.” (ACS Comments, p. 9) 

GCI partially agrees with ACS that, ideally, “tariff is not the best word to use 

in the context of 3 AAC 53.243. However, GCI also believes that, before any other 

term could be used, the Commission would in fact have to “prescribe a new document 

to be submitted as an informational filing and maintained for public review.” (ACS 

Comments, p. 9) That would be necessary so that the website available for public 

review would have all the information that is necessary to be meaninghl. 

The problem is that there is not adequate time to prescribe the new document, 

snd selecting an alternative term at this late date would leave the term undefined and 

subject to controversy. Thus, at this time, GCI supports use of the term “tariff. 

5. Proposed 3 AAC 53.243(e). Advance Notice to Resellers. 

GCI believes that, in large part, this issue has been adequately addressed in 

irior comments. GCI disagrees with ACS’ proposal to now change this regulation, 

iesigned to address total service resale, so that it becomes a new, seven day notice 

.equirement by all local carriers to all other local carriers. 

ACS’ preferred position is that the issue should be dealt with in the context of 

nterconnection agreements. GCI would accept that solution so long as the 

:ommission includes a regulation providing that any local exchange carrier that 

rovides advance notice to any other local exchange carrier that purchase service at 

vholesale for resale must provide the same advance notice to all other local exchange 

R-03-3; GCl’s Reply Comments 
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carriers that purchase service at wholesale for resale. In other words, an ILEC should 

not be allowed to discriminate between its total service resale customers. 

6. Proposed 3 AAC 53.243(~\(2), special contracts in markets with no dominant 
carrier. 

In its comments ACS interprets proposed AAC 53.243(g)(2) as requiring the 

rublic filing of all information in order to take advantage of the streamlined process. 

X I  agrees that the regulation should be interpreted in that way, and GCI suggested 

anguage in its initial comments to clarify that interpretation. 

ACS also argued that if the information is to be public, then the entire contract 

Lhould be filed rather than a summary. In support, ACS cited the administrative 

mvenience of eliminating the need to create a summary. 

GCI partially agrees. GCI suggests that the regulation be amended to allow the 

lternatives of filing of a summary, as now specified in the proposed regulation, or a 

opy of the full contract. Adding the alternative of filing the entire contract appears to 

,ave no disadvantages, and it would allow carriers to choose that alternative if they 

esire. 

. Proposed 3 AAC 53.243(i\. Modification of rates, terms. or conditions of 

ervice. 

ACS proposes to amend proposed 3 AAC 53.243(i) so that the Commission 

wld review rates in markets without a dominant carrier only if a complaint is filed 

y consumers, another company, or the Regulatory Affairs and Public Advocacy 

R-03-3; GCI's Reply Comments 
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section (RAPA). In support of its proposal, ACS cited due process principles and the 

concept of “separation of powers.” The effect of ACS’ proposal would prevent the 

Commission kern investigating rates on its own initiative, through its staff. 

Idealistically, GCI is not entirely opposed to ACS’ approach. However, GCI 

observes that ACS’ arguments, if accepted, may require more thorough and 

fundamental changes than a mere amendment of this section. There are numerous 

instances in the Commission regulation and practice where actions are initiated by the 

Commission and its staff. Additionally, the approach advocated by ACS would 

probably require that RAPA have a much larger staff and funding than it does now. 

Consumers generally lack time and expertise to pursue rate issues on their own. 

Finally, the approach recommended by ACS is not required to avoid due 

process concerns. The Alaska Supreme Court has specifically recognized that 

zombining investigative and adjudicatory functions in a single administrative agency 

is legal and not a violation of due process. “That the combination of investigatory and 

3djudicatory functions in under one agency head is constitutionally permissible is 

;lea” and “a combination of such functions is not a due process violation” Earth 

riesources Company of Alaska v. State of Alaska, Department of Revenue, 665 P.2d 

)60, fn. 1 (1983). 
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8. 3 AAC 53.290(h), Dartial waiver of 3 AAC 48.270(a) 

Both the Rural Coalition and ACS proposed modifications to 3 AAC 

53.290(h), which includes a partial waiver of 3 AAC 48.270(a). GCI supports the 

modification proposed by ACS. 

The proposed modification of 3 AAC 53.290(h) arose before the Commission 

iroposed de-tariffing in markets with no dominant carrier. Thus, the proposed 

nodification was originally drafted to address the current regulatory framework. The 

xoposed regulation will still work for markets with a dominant carrier, but as ACS 

iuggests it is not appropriate for a market with no dominant carrier regulated under 3 

L4C 53.243. Accordingly, GCI supports the change to 3 AAC 53.290(h) proposed 

iy ACS on its Exhibit B, p. 24. 

1. Rate Rebalancing 

The Rural Coalition’s comments on the proposed regulation on rate 

:balancing include one page of discussion, followed by three single spaced pages 

ubstantially modifying the proposed regulation. The substantive changes in the 

.ural Coalition’s revised regulation, which are not even discussed, have the effect of 

:lecting the Rural Coalition’s approach to rate rebalancing over the case-by-case 

ljudication favored by the Commission. 

GCI agrees with the one change actually discussed and justified in the Rural 

oalition’s comments, namely that ILECs should be able to file rate rebalancing 

R-03-31 GCI’s Reply Comments 
May 19,2005 
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studies at any time and not just when competition is expected. This change allows 

.ime for review without the pressure of an accelerated deadline. 

GCI opposes the other changes proposed by the Rural Coalition that have the 

:ffect of selecting the Rural Coalition's approach to rate rebalancing over the case-by- 

:ase adjudication favored by the Commission. Rural Coalition's proposed 3 AAC 

i3.245(b)(9) requires the use of company-wide separations factors applied to each 

ioncompetitive exchange. The proposed that use of separations factors is the only 

vay the Rural Coalition can achieve its anti-competitive rate rebalancing objectives, 

ad  the proposal is totally contrary to the Rural Coalition's own position that rate 

ebalancing should treat each exchange as a stand-alone basis to the extent possible.11 

dore importantly, the only evidence on the record on this subject, presented by GCI, 

learly shows that using company-wide separations factors deprives the small 

xchanges of the amount of Universal Service Fund (USF) support that they are due.12 

'his proposed change should be rejected. 

Similarly, Rural Coalition's proposed 3 AAC 53.245@)(6) requires that a rate 

:balancing study be based on the existing USF disaggregation plan, locking in the 

urrent flawed plans that create the need for rate rebalancing. Again, the Rural 

oalition is attempting to get the Commission to adopt its own rate rebalancing 

Jproach, without discussion or support. Proposed 3 AAC 53.245@)(6) is also 

See Rural Coalition Post-Workshop Comments, R-03-3, pp 26,28,30, and fns. 23,24,25. 
See GCI's Post-Workshop Reply Comments., pp. 6-8 and Appendix (March 14, 2005) 
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inconsistent with proposed 3 AAC 53.245(b)(7), which requires consideration of 

alternative disaggregation plans as an alternative to rate rebalancing. 

Finally, and again without discussion, the Rural Coalition’s proposal would 

include a requirement that rate rebalancing would result in a new, mini-postage stamp 

rate area for non-competitive exchanges, rather than individual rates for each 

sxchange. The regulations, as proposed by the Commission, are silent on that 

pestion, allowing the issue to be decided on a case by case approach. 

This Rural Coalition proposal should not be adopted. That approach would 

parantee the need for additional rate rebalancing each time a new exchange become 

:ompetitive, which is sure to happen if the Rural Coalition succeeds in its efforts to 

.aise the rates in non-competitive areas. The Commission should retain the current, 

:ase by case approach. 

GCI also objects to the Rural Coalition’s continued inclusion of proposed 3 

U C  53.245(g), which provides that a rate rebalancing prouosal can be filed in an 

locket relating to a certificate application to aid in the consideration of the public 

nterest. The Telecommunications Act prohibits “public interest” considerations as a 

iar to competitive entry. “...Congress demonstrated its intent to open all markets to 

lotential competitors-even markets served by rural or small LECs that may qualify 

or interconnection relief.” In the Matter of Silver Star Telephone’ Company, Inc., 

’etition f o r  Preemption and Declaratory Ruling, Memorandum Opinion and Order, 

‘CC 97-336, 12 FCC Rcd. 15639, 15659 (September 24, 1997). During the nearly 2 

R-03-3; GCI’s Reply Comments 
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fear history of this proceeding no party has ever objected to GCI’s proposal to amend 

L4C 53.210 to allow competitive entry in all local markets, even markets without 

:xisting competition, using an abbreviated application form without any 

lemonstration of the public interest. GCI’s proposed amendment is included in the 

:ommission’s proposed regulations. 

The Rural Coalition’s proposal to include proposed 3 AAC 53.245(g), 

mplying that a public interest standard applies to certificate application, should be 

Ejected. Federal law prohibits the application of a general public interest standard to 

pplication for a certificate for competitive entry. Section 253 of the 

‘elecomrnunications Act of 1996, which is titled “Removal of Barriers to Entry”, 

rohibits the application of a public interest test to an application to provide 

:lecommunications service. 

Section 253 states a rule that no requirement may prohibit or have the effect of 

rohibiting any carrier to provide any telecommunications service. 47 USC 253(a). 

ection 253 then allows a limited exception to the rule for rural markets, namely that 

ate Commissions can require a new entrant into a rural market to provide and 

ivertise service throughout the ILEC’s study area if the new entrant has the benefit 

le wholesale resale” from the ILEC under Section 251(c)(4). In short, there can be 

) barriers to entry, but the Commission can require a new entrant to serve throughout 

rural ILEC’s service areas unless the rural ILEC has a rural exemption that prevents 

e new entrant from using wholesale resale in order to serve throughout the area. 

R-03-3; GCI’s Reply Comments 
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It is very instructive to note what the rural market exception to the general rule 

)rohibiting barriers to entry does not do. The rural market exception is written by 

eferring to Section 214(e)(l), which concerns the service obligation of ETCs’3. The 

:xception specifically does not refer to Section 214(e)(2), which states that an 

dditional ETC can be designated in a rural study area only if the commission finds 

hat the additional ETC designation is in the public interest. 47 USC Section 

14(e)(2). In other words, for rural markets Congress specifically chose to allow 

nposition of one ETC standard, service throughout the service area, but not to allow 

nposition of another ETC standard, the public interest test, as a limitation on 

ompetitive entry.14 The unmistakable conclusion is that the “Removal of barriers to 

ntry” standard adopted by Congress prohibits the imposition of a public interest test 

3 a criteria for new entry. 

The Federal Communications Commission explicitly affirmed this 

iterpretation of Section 253 in Silver Star. That case involved an application by 

ilver Star to provide competitive local exchange service to a small rural exchange 

‘ea in Wyoming with approximately 2336 access lines. Silver Star’s application for 

CPCN was denied by the Wyoming Commission based on a state statute that 

lowed the incumbent to block entry for a period of time. The stated purpose of the 

‘yoming statute, included in Legislative Intent, was “to ensure essential 

Eligible Telecommunications Carriers 
But again, even the “service throughout the service area” restriction cannot be imposed if the new entrant 
es not have access to wholesale resale of the ILEC’s services. 
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telecommunications services are universally available to the citizens of this state 

while encouraging the development of new infrastructure, facilities, products and 

services .... It is the intent of this act to provide a transition from rate of return 

regulation of a monopolistic telecommunications industry to competitive markets and 

to maintain affordable essential telecommunications services throughout the 

mnsitions period.” (Silver Star at 15646). In that case the FCC preempted that 

Wyoming statute and the Wyoming Commission, specifically ruling that denial of 

:ompetitive entry based on public interest type considerations such as those set forth 

n the Legislative Intent was prohibited by Section 253(a). The FCC explained that 

Zongress chose to provide limited protections for rural markets, including Section 

!53(f) permitting a requirement for service throughout an area and Section 214(e)(2) 

equiring a public interest determination for designation of a second ETC, but did not 

illow denial of entry: “These accommodations [253(f) and 214(e)(2)] to the unique 

:ircurnstances of rural telephone companies, like those in section 251(f), indicate that 

:ongress did not contemplate that States could “protect” rural telephone companies 

vith the much more competitively restrictive method of a categorical ban on entry.” 

‘ilver Star at 15959. The FCC further stated that “By granting rural and small LECs 

:lief from the interconnection obligations instead of an outright prohibition on 

ompetition, however, Congress demonstrated its intent to open all markets to 

otential competitors-even markets served by rural or small LECs that may qualify 

)r interconnection relief.” (Id at 15659.) 
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This Commission has also affirmed-twice--that the Telecommunications Act 

oes not allow the consideration of such public interest issue when judging an 

pplication for competitive entry. In Docket U-01-109, KPU requested a public 

earing to test whether local competition is in the public interest, and the Commission 

ded that "the Telecommunications Act precludes us from denying a certificate 

pplication for the reasons that KPU would like to demonstrate through evidence at a 

earing." (Order U-01-109(3), p. 5.) This Commission affirmed that decision on 

:consideration. (Order U-01-109(4)). 

Thus, the Telecommunications Act, as confirmed by decisions of the FCC, 

:monstrates that an application for competitive entry cannot be denied based on 

leged "public interest" concerns. The provision in proposed 3 AAC 53.245(g) that 

ould insert a public interest test into an application for a certificate is contrary to law 

id should be rejected. 

, Provisions for Interexchange Markets 

Market Competitiveness 

ACS once again questions whether the interexchange market is competitive, 

lntradicting prior advocacy and ignoring obvious market characteristics such as 

arket shares and prices at or below cost. In this instance ACS alleges 

ticompetitive conduct by GCI involving a grant funding of the Alaska 

:lecornmunications Users Consortium (ATUC). 

R-033; GCI's Reply Comments 
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ACS’ is wrong. GCI commented on the ATUC proposal because GCI opposes 

:overnment funding of one competitor in an existing, competitive market where other 

ompetitors are funded with private capital. Such government-subsidization of a 

ingle competitor is, as even ACS recognizes, undesirable. (ACS Comments, p. 5) I 

?le difference between ACS and GCI is that ACS concluded in this instance that 

LTUC did not intend to become a competitor, while GCI concluded that was exactly 

LTUC’S intent. The Denali Commission, the agency in charge of this grant, 

pparently agreed with GCI and not ACS.15 

In its redraft of proposed regulations, Exhibit B, ACS proposes in several 

istances to add language allowing review of rates “that may have been set on any 

asis other than an application of market forces.” (ACS Exhibit B, p. 9, 10) GCI 

nderstands that ACS proposes this language based on its allegations of 

iticompetitive conduct. 

GCI opposes the specific language proposed by ACS because it is extremely 

igue. However, GCI is pleased that ACS has apparently abandoned its contention 

at the Commission cannot consider antitrust considerations when it evaluates rates, 

id GCI would not object to more appropriate language to incorporate antitrust 

miderations. 

GCI has not and does not oppose entry into its markets by other competitors. GCI did not oppose MTA’s 
try into the cable television market. Nor did GCI oppose KPU’s entry into that market, GCI only asked that 
:Commission also take steps to make the local market competitive at the same time. GCI has not opposed 
mpetitive long distance entry or M e r  local exchange entry by other entities 
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2. Proposed 3 AAC 52.375, Wholesale Services 

AT&T Alascom proposed an amendment to proposed 3 AAC 52.375, 

Wholesale Services. The primary purpose of the amendment is to change the filing 

requirements for wholesale rate increases, eliminating requirements that are not 

applicable to rates determined based on incremental and embedded direct, rather than 

rate basearate of return, methodologies. AT&T Alascom’s proposals are consistent 

with the initial comments of GCI and GCI urges that they be adopted. 

5. Carrier of Last Resort Obligations 

AT&T Alascom complains that the proposed regulations now place 

aquirement on it, as the carrier of last resort (COLR), that are actually only 

ippropriate for a dominant carrier. AT&T Alascom cites the fact that the 

equirements, as they currently exist, apply to dominant carriers, not the carrier of last 

esort. 

GCI takes no position as to whether any particular requirement can be or 

hould be imposed on AT&T Alascom as COLR. GCI does disagree, however, with 

ome of the arguments presented by AT&T Alascom. 

There is an inherent flaw in AT&T Alascom’s argument that any requirement 

1 the current regulation that applies based on a dominant status applies only because 

f that status and not because of carrier of last resort status. The flaw is that under 

urrent regulations “dominant carrier” equals “carrier of last resort”. “A dominant 

irrier is responsible for providing intrastate interexcbange telephone service as the 
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carrier of last resort." 3 AAC 52.390(2) Therefore, there was little need for the 

Commission to carefully distinguish between the two concepts when it previously 

adopted regulations. 

This can be best seen in the current version of 3 AAC 52.365. That section 

sstablishes a lesser standard for discontinuance, suspension, or abandonment of 

3ervice by a nondominant, but not a dominant, carrier. It seems obvious that 

3bandonment of service is a carrier of last resort concept, but the current regulations 

3ddress the concept in terms of dominantlnondominant requirements. 

GCI also notes its doubts regarding AT&T's statistic that it now has a market 

;hare of only 42 percent. This low market share percentage appears to be the result of 

\T&T Alascom's continuing inability to accurately report all of the minutes 

issociated with Alaska to Alaska debit card traffic. 

Conclusion 

As noted at the outset, relatively few significant issues remain to be resolved in 

his Docket. GCI's appreciates the Commission's diligent efforts. 

The regulations ultimately adopted in this matter will provide incumbent 

.arriers virtually all the tools that they requested to enable them to face competitive 

ntry. The regulations will more than fulfill every principle and standard in HB 11 1 

egarding treatment of incumbents. 

Almost lost in this Docket, however, are the provisions of HB 11 1 clearly 

avoring the competitive providing of all telecommunications services. HB 11 1 also 

R-03-3; GCI's Reply Comments 
May 19,2005 
Page 22 of 24 



states that “competition among telecommunications companies shall be encouraged.” 

HB111@)(4). There is only one provision in the regulations that encourages 

competition, and that is the amendment to 3 AAC 53.210 that simplifies the 

application process for a certificate of public convenience and necessity. 

Thus, with the final adoption of regulations establishing a revised market 

structure for competitive local markets, it will also be time to truly fulfill the intent of 

[.IB 11 1 by granting applications to provide competitive local exchange service and 

illowing competition to begin. 

DATED at Anchorage, Alaska this 19” day of May, 2005. 

GENERAL COMMUNICATION, INC. 

B Y  

Its: Regulatory Attorney 
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VERIFICATION 

I, James R. Jackson, verify that I believe the statements contained in this 

n . /  pleading are true and accurate. 

SUBSCRIBED AND SWORN to before me this 19" day of May, 

2005. 
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